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Petitioning Creditors filed an involuntary petition against
the Debtor which was defended at trial.  The petition was
dismissed, with the court finding that the Petitioning Creditors
were not eligible, as each of their claims was subject to a bona
fide dispute.  See Memorandum Opinion E05-8 (7/1/2005). Debtor
thereafter applied to the court for an award of attorneys fees
pursuant to Code § 303(i) and Petitioning Creditors objected on a
number of grounds.

 The court cited Ninth Circuit case law holding that once an
alleged debtor demonstrates that the fees requested under §
303(i) are reasonable, the burden shifts to the petitioning
creditors to establish a totality of circumstances justifying
disallowance of fees.  

In finding that the fees requested were reasonable, the
court stated that fees are reasonable if they apply to charges
for legal services reasonably required as a consequence of the
petition. The Petitioning Creditors cited what they considered to
be an ethical violation by Debtor’s attorney as grounds for
denial of fees.  The court stated that conduct which plainly
violates ethical standards should not be compensated, but that
the record did not establish that an ethical violation had
occurred. Any discipline for conduct alleged to have violated the
Oregon Bar’s Code of Professional Responsibility must be taken up
with the Oregon State Bar and the Oregon Supreme Court.

   Given the totality of the circumstances, including the
Debtor’s pre-petition bad conduct, Petitioning Creditors did not
meet their burden justifying disallowance of fees.
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